
















RQ WKHSRVLWLRQ WKDWPRQHWDU\SROLF\ FDQEH VWLOO HIIHFWLYH HYHQ LQ WKHGHSUHVVLRQZKHQ
VKRUWWHUPLQWHUHVWUDWHVIDOOLQWRWKHORZOHYHO,WLVFUXFLDOWRWHVWLI\WKDWPRQH\GHPDQG
IXQFWLRQ LV VWDEOH XQGHU WKH GHSUHVVLRQ EHFDXVH LW KDV DQ LPSRUWDQW LPSOLFDWLRQ IRU WKH
HIIHFWLYHQHVV RIPRQHWDU\ SROLF\ 6LQFH WKH ODWWHU KDOI RI WKH V -DSDQ DQG )LQODQG





WKH -DSDQHVH DQG )LQQLVK HFRQRP\ FDXVHG DVVHW LQIODWLRQ DQG SOXQJHG LQWR D VHULRXV
GHSUHVVLRQZLWKDQDWWHQWLRQWRDEHKDYLRURIPRQH\GHPDQG
7KHSDSHUZLOOSHUIRUPWKHFRLQWHJUDWLRQWHVW WR LQYHVWLJDWH WKHUHODWLRQVKLSEHWZHHQ
PRQH\ DQG UHDO HFRQRPLF DFWLYLW\ WDNLQJ LQWR FRQVLGHUDWLRQ WKH SUHFDXWLRQDU\ GHPDQG













EH -DSDQ DQG1RUGLF FRXQWULHV 7KRVH FRXQWULHV KDG VXIIHUHG IURP WKHPRXQWLQJ QRQ SHUIRUPLQJ
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7KH-DSDQHVHHFRQRP\ZDVRQWKHYHUJHRIILQDQFLDOSDQLFHVSHFLDOO\LQDQGZKHQ
PDMRU ILQDQFLDO LQVWLWXWLRQVKDG IDLOHG7KH)LQQLVK HFRQRP\DOVR H[SHULHQFHG WKH VDPH ILQDQFLDO
GLVWUHVV LQ  $ FRPPRQ EDFNJURXQG IDFWRU EHKLQG WKH UDGLFDO HFRQRPLF FKDQJH LV WKH
ILQDQFLDO OLEHUDOL]DWLRQ XQGHU WKH HDVLQJ PRQH\ 7KH SDSHU ZLOO FODULI\ KRZ WKH -DSDQHVH DQG
)LQQLVKHFRQRP\IHOOLQWRDVHULRXVGHSUHVVLRQZLWKDUHIOHFWLRQRQWKHUROHRIWKHPRQH\VWRFN:H
ZLOOSHUIRUPWKHFRLQWHJUDWLRQWHVWWRLQYHVWLJDWHWKHUHODWLRQVKLSEHWZHHQPRQH\DQGUHDOHFRQRPLF
DFWLYLW\ SD\LQJ DWWHQWLRQ WR WKH SUHFDXWLRQDU\ GHPDQG FDXVHG E\ WKH ILQDQFLDO DQ[LHW\ 7KH
UHFHVVLRQVRIERWKFRXQWULHVDUHFKDUDFWHUL]HGE\ UDSLGGHFOLQH LQDVVHWSULFHVZKLFKVXEVWDQWLDOO\
DFFXPXODWHG WKH QRQSHUIRUPLQJ ORDQV 7KH PRXQWLQJ QRQSHUIRUPLQJ ORDQV HVSHFLDOO\ LQ WKH
ILQDQFLDOVHFWRUVKDPSHUHGWKHQRUPDOIXQFWLRQVRIILQDQFLDOLQWHUPHGLDULHVDQG-DSDQHVHHFRQRP\
DV ZHOO DV )LQQLVK HFRQRP\ FDPH WR WKH YHUJH RI ILQDQFLDO SDQLF )LQDQFLDO SDQLF FDXVHG WKH
ILQDQFLDODQ[LHWLHVZKLFKKDGYHU\QHJDWLYHHIIHFWVRQWKHHFRQRPLFDFWLYLWLHV:HZLOOIRFXVRQWKH




WR WKH EHKDYLRU RIPRQH\ VWRFN LQ FRQGXFWLQJPRQHWDU\ SROLF\ EHFDXVHPRQH\ VWRFN VWLOO KDV D
VWDEOHUHODWLRQVKLSZLWKUHDOHFRQRP\
%HIRUH WKHVWDWLVWLFDO WHVWZHZLOOFKURQRORJLFDOO\ UHYLHZWKHERWKHFRQRPLHVEHIRUHDQGDIWHU
WKH EXUVW RI WKH EXEEOH 7KH ILQDQFLDO GLVWUHVV DQG GHIODWLRQ LV URRWHG LQ WKH VRFDOOHG EXEEOH
HFRQRP\RIWKHODWWHUKDOIRIWKHVZKHQWKHHFRQRP\KDGH[SHULHQFHGWKHUDSLGULVHLQDVVHW
SULFHV7KHUHYLHZZLOOIRFXVRQKRZWKHHFRQRPLFEXEEOHRFFXUUHGKRZWKHUHFHVVLRQVWDUWHGZLWK







GLYLGHG LQWR WZRSDUWLHV2QHSDUW\ LQVLVWHG WKDW WKH UHFHVVLRQFDPHIURP UHDO IDFWRUV VXFKDVDQ
DJLQJ VRFLHW\ FKHDS JRRGV LPSRUWHG IURP $VLDQ FRXQWULHV DQG WKH LQWHUQDWLRQDOO\ FRQYHUJHG
WHFKQLFDO OHYHO 7KH\ WKRXJKW WKH PLFURHFRQRPLF SROLFLHV ZHUH QHFHVVDU\ DQG WKHUH ZDV QR
HFRQRPLF JURZWK ZLWKRXW VWUXFWXUDO UHIRUP 7KH RWKHU VWUHVVHG WKH LPSRUWDQFH DQG QHFHVVLW\ RI
PDFURHFRQRPLFSROLF\ XVLQJ WKH DJJUHJDWH GHPDQGDQG VXSSO\ $'$6PRGHO LQ WKH WH[WERRN
7KH\IRFXVHGRQWKHVKRUWDJHRIGHPDQGFDXVHGE\WKHOHIWZDUGVKLIWRIWKH$'FXUYH8QGHUWKH





'HSUHVVLRQ ,QHIILFLHQF\ LQ WKH PDUNHW FDQQRW H[SODLQ WKH LQFUHDVLQJ UDWH RI XQHPSOR\PHQW
'HFOLQLQJ SULFHV GHIODWLRQ FDXVHG WKH YLFLRXV FLUFOH RI GHSUHVVLRQ DV ,UYLQJ )LVKHU 
VXJJHVWHG

7KH TXRWDWLRQ RI 7UHDVXU\ 6HFUHWDU\ $QGUHZ0HORZZKR DGYLVHG 3UHVLGHQW +RRYHU LV ZHOO NQRZQ/LTXLGDWH ODERU OLTXLGDWH VWRFNV OLTXLGDWH WKH IDUPHUV OLTXLGDWH UHDO HVWDWH ,W ZLOO SXUJH WKH
URWWHQQHVVRXWRIV\VWHP+LJKFRVWVRIOLYLQJDQGKLJKOLYLQJZLOOFRPHGRZQ3HRSOHZLOOZRUNKDUGHUOLYHDPRUHPRUDOOLIH9DOXHVZLOOEHDGMXVWHGDQGHQWHUSULVLQJSHRSOHZLOOSLFNXSWKHZUHFNVIURPOHVVFRPSHWHQWSHRSOH6HH5DQGDO3DUNHU&K
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,QWKH%2-DQQRXQFHGWKDWWKHUHH[LVWHGQRPRUHFRLQWHJUDWLRQEHWZHHQWKHPRQH\VWRFN
DQG WKH UHDO HFRQRPLF YDULDEOHV EDVHG RQ IRUPDO VWDWLVWLFDO WHVWV %HVLGHV VHYHUDO HFRQRPLVWV
SRLQWHGWKDWWKH-DSDQHVHHFRQRP\ZDVLQDOLTXLGLW\WUDSDWWKHLQWHUEDQNUDWHQHDU]HUR$WDYHU\
ORZ LQWHUHVW UDWH SHRSOH DUH XQZLOOLQJ WR KROG ERQGV SUHIHUULQJPRQH\ LQVWHDG DV -0 .H\QHV
VXJJHVWHG 6R LQFUHDVLQJPRQH\ VWRFN LV DEVRUEHG RQO\ DV LGOH EDODQFH DQG KDV QR HIIHFW RQ WKH
HFRQRP\8QGHUDOLTXLGLW\WUDSPRQHWDU\SROLF\ZRXOGEHLQHIIHFWLYHDQGFHQWUDOEDQNZRXOGKDYH
QRUHVSRQVLELOLW\IRUWKHUHFHVVLRQ
7KH -DSDQHVH EXEEOH KDG DSSHDUHG ZLWK WKH SURJUHVV RI ILQDQFLDO OLEHUDOL]DWLRQ XQGHU HDV\
PRQH\FRQGLWLRQ:LWKWKHUHPRYDEOHRIWKHUHVWULFWLRQRQWKHIXQGUDLVLQJLQWKHVHFXULWLHVPDUNHW
WKHPDMRUILUPVEHFDPHOHVVGHSHQGHQWRQWKHEDQNV2QWKHFRQWUDU\WKHOLEHUDOL]DWLRQRILQWHUHVW







     
)LQODQG     
6ZHGHQ     
1RUZD\     




+RZHYHU ILQDQFLDO OLEHUDOL]DWLRQ LWVHOI GRHV QRW FDXVH WKH DVVHW LQIODWLRQ 7KHPRVW LPSRUWDQW
IDFWRU EHKLQG WKH DVVHW SULFH LQIODWLRQ LV WKHPRQHWDU\ HDVLQJ7KHPRQHWDU\ HDVLQJ FRPSRXQGHG
ZLWKWKHOLEHUDOL]DWLRQFDXVHGWKHUDSLGDVVHWLQIODWLRQ7KHUHDVRQZK\PRQHWDU\HDVLQJRFFXUUHGLQ
WKH -DSDQHVH HFRQRP\ FDQ EH H[SODLQHG DV IROORZV0RXQWLQJ -DSDQHVH WUDGH VXUSOXV ZDV RIWHQ
FRQGHPQHGE\RWKHUFRXQWULHVHVSHFLDOO\E\8QLWHG6WDWHVRI$PHULFD7KHWUDGHIULFWLRQEHWZHHQ
-DSDQDQG86JRWZRUVH\HDUE\\HDUHVSHFLDOO\DIWHU3UHVLGHQW5RQDOG5HDJDQVWDUWHGVRFDOOHG
5HDJDQRPLFV E\ DGRSWLQJ PRQHWDULVW SROLF\ DQG VXSSO\ VLGH SROLF\ +LV SROLF\ WDUJHWLQJ D ORZ
LQIODWLRQUDWHDQGVWURQJGROODUKDGFDXVHGWZLQGHILFLWRIWUDGHDQGEXGJHWLQ867KH86WUDGH
GHILFLWZLWK-DSDQDFFRXQWHGIRURYHUKDOIRILWVWRWDOWUDGHGHILFLWLQWKHV86FRQJUHVVWRRN
YHU\ KDUG VWDQFH WR WKH -DSDQHVH LQFUHDVLQJ WUDGH VXUSOXV DQG WKUHDWHQHG ZLWK UHWDOLDWLQJ WUDGH
PHDVXUHV
,Q WKH )HEUXDU\  /RXYUH DJUHHPHQW -DSDQZDV GHPDQGHG WR WDNHPXFK HDVLHUPRQHWDU\







SURSHUW\UHODWHG ILUPV %RWK WKH VWRFN DQG ODQG SULFHV KDG UDSLGO\ LQFUHDVHG IURP  WKURXJK
ZKLFKFRXOGQRWEHH[SODLQHGUDWLRQDOO\E\WKHIXQGDPHQWDOV
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GLVFRXQWUDWHIURPWRSHUFHQW+HWRRNWKHUROHRIDUELWUDJHRIDVVHWSULFHVXQIRUWXQDWHO\
IRUWKH-DSDQHVHHFRQRP\)XUWKHUPRUHJRYHUQRU0LHQRKDGLPSOHPHQWHGWKHILIWKULVHRIGLVFRXQW
UDWH WR  SHUFHQW WR DYRLG WKH KRPHPDGH LQIODWLRQ FDXVHG E\ WKH*XOI:DU LQ$XJXVW  DV
VKRZQ LQ )LJXUH   ,Q DGGLWLRQ WKH JRYHUQPHQW DOVR SODFHG D FHLOLQJ RQ WKH WRWDO DPRXQW RI
ILQDQFLQJDYDLODEOHIRUUHDOHVWDWHSXUFKDVH
7KHEXUVWRIWKHEXEEOHEHJDQDWODVW7KHPRQH\VWRFN0&'UDSLGO\GHFOLQHG,WUHFRUGHG
QHJDWLYH\HDURQ\HDUJURZWK LQPLG ± DV VKRZQ LQ)LJXUH$IWHU KLWWLQJ D UHFRUG KLJKRI
\HQDWWKHHQGRIWKHVWRFNSULFH1LNNHL'RZ-RQHV,QGH[UDSLGO\EHJDQWRGHFOLQH
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3ULPH0LQLVWHU +DVKLPRWR ZRUULHG DERXW WKH IXWXUH RI WKH JRYHUQPHQW ILQDQFH LPSOHPHQWHG
PHDVXUHVWRUHFRQVWUXFWWKHILQDQFLDOVWUXFWXUH+HZDVDIUDLGWKDWILVFDOFRQGLWLRQZRXOGJHWZRUVH
DQGZRUVHZLWKWKHFRPLQJRIDJLQJVRFLHW\LQ-DSDQ+HGHFLGHGWRLQFUHDVHWKHFRQVXPSWLRQWD[
IURP WRSHUFHQWDQGDEROLVKDVSHFLDO LQFRPHWD[FXW LQ$SULOZKLFKDPRXQWHG WRD WD[
LQFUHDVHRIWULOOLRQ\HQ&RQVXPSWLRQKDGUDSLGO\VKUXQNLQUHVSRQVHWR+DVKLPRWR¶VWD[LQFUHDVH
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LQVWLWXWLRQV ZHUH LPPXQH IURP IDLOXUHV 5XPRUV DERXW WKH RWKHU EDQNV¶ IDLOXUH KDG VSUHDG RXW
WKURXJK -DSDQ 7KH VWRFN SULFHV RI PDQ\ ILQDQFLDO LQVWLWXWLRQV VKDUSO\ GHFOLQHG DQG ³-DSDQ
SUHPLXP´ LQ WKH LQWHUQDWLRQDOPRQH\PDUNHW MXPSHGE\DURXQGEDVLVSRLQWV -DSDQHVHEDQNV
ZHUHREOLJHG WRSD\ WKHDGGLWLRQDOEDVLVSRLQWV IRU UDLVLQJIXQGV LQ WKHRYHUVHD ILQDQFLDOPDUNHWV
7KH SUHPLXP LV FDOFXODWHG DV WKH GLIIHUHQFH EHWZHHQ WKH TXRWHG UDWHV RI 7,%25 LQ WKH 7RN\R
RIIVKRUHPDUNHW DQG/,%25 LQ WKH/RQGRQ RIIVKRUHPDUNHW %RQGV LVVXHG QRW RQO\ E\ -DSDQHVH
ILQDQFLDO LQVWLWXWLRQV EXW DOVR E\ -DSDQHVH JRYHUQPHQWZHUH GRZQJUDGHG DW WKH LQYHVWPHQW JUDGH
UDWLQJVE\LQWHUQDWLRQDOFUHGLWUDWLQJDJHQFLHVVXFKDV0RRG\¶V
,QUHVSRQVHWRWKHVHULRXVVLWXDWLRQWKHJRYHUQPHQWGHFLGHGWRSURYLGHWULOOLRQ\HQIXQGVE\







0DUFK  +RZHYHU LW KDG QR VLJQLILFDQW HIIHFW RQ WKH EDQNV EHFDXVH LW ZDV OD[ /RQJ7HUP
&UHGLW %DQN DQG1LSSRQ&UHGLW %DQN KDG IDLOHG LQ  DIWHU WKH LQMHFWLRQ RI SXEOLF IXQGV 
WULOOLRQ \HQZDV DJDLQ LQMHFWHG LQ0DUFK  7KH LPSOHPHQWDWLRQZDV TXLWH GLIIHUHQW IURP WKH






HIIRUWVE\ WKHJRYHUQPHQW DQGSULYDWHEDQNV WRGHFUHDVHQRQSHUIRUPLQJ ORDQVGLGQRW VXFFHHG LQ
UHGXFLQJWKHPDWDOOEHFDXVHRIWKHVHYHUHGHIODWLRQDU\SUHVVXUH
7KHVLJQVRIGHIODWLRQZHUHDSSDUHQW,QUHVSRQVHWRWKHVHULRXVVLWXDWLRQERWKWKH%2-DQGWKH




UHFRUGHGQHJDWLYHJURZWK IRUFRQVHFXWLYHTXDUWHUV IURPWKH4RQZDUG IRU WKH ILUVW WLPH
VLQFHWKHVWDUWRI*'3VWDWLVWLFVLQ
7KH%2-ZKLFKUHDOL]HGWKHULVN\VLWXDWLRQRIWKH-DSDQHVHHFRQRP\DWODVWUHGXFHGWKHFDOOUDWH
WR  SHUFHQW LQ  7KH %2- DOVR WRRN WKH VRFDOOHG ]HUR LQWHUHVW SROLF\ E\ UHGXFLQJ LW WR
YLUWXDOO\]HURSHUFHQW LQ)HEUXDU\)XUWKHUPRUH WKH%2-DGRSWHG WKHXQWUDGLWLRQDOPRQHWDU\
SROLF\ VRFDOOHG TXDQWLWDWLYH HDV\ SROLF\ E\ SXWWLQJ WKH EDQN UHVHUYH RQ LWV WDUJHW2ZLQJ WR WKH











WKH ILQDQFLDO OLEHUDOL]DWLRQ DW ILUVW$V D FRQVHTXHQFHRI WKH ILQDQFLDO OLEHUDOL]DWLRQEDQN OHQGLQJ
UDSLGO\H[SDQGHGHVSHFLDOO\DIWHUDQGSHDNHGLQDVVKRZQLQ)LJXUH &DSLWDO LQIORZ
IURPIRUHLJQFRXQWULHVDOVRFRQWULEXWHGWRWKHLQFUHDVHRIOHQGLQJERRPV
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7KHUH LV D VWURQJ VLPLODULW\ EHWZHHQ )LQODQG DQG -DSDQ UHJDUGLQJ WKH WLPLQJ RI ILQDQFLDO
OLEHUDOL]DWLRQDQGDVVHWLQIODWLRQ,Q)LQODQGLQGLUHFWILQDQFHZDVGRPLQDQWZKLOHWKHGLUHFWILQDQFH
ZDVQRWGHYHORSHGZHOOEHIRUH WKHVZKHQ WKH ILQDQFLDOGHUHJXODWLRQVWDUWHG'HSRVLWVEDQNV
ZHUHFHQWUHWRWKHILQDQFLDOPDUNHW'HSRVLWEDQNVDOVRFRQWUROOHGWKHILUPVWKURXJKILQDQFLQJ
,Q)LQODQG WKHSHULRGVRI WKHEXEEOHDQG LWVEXUVWDUHDV IROORZV WKHEXEEOHSHULRG IURP WR
ZKLOHWKHGHSUHVVLRQE\WKHEXUVWRIEXEEOHIURPWR7KHDYHUDJH*'3JURZWKUDWH
IURP WRZDVSHUFHQW7KHEXEEOHKDV VWDUWHGDURXQG7KH IDFWRUVEHKLQG WKH
EXEEOHFDQEHVXPPDUL]HGLQWKHIROORZLQJWKUHHIDFWRUV
)LUVW IDFWRU LV WKH ILQDQFLDO OLEHUDOL]DWLRQ $V D UHVXOW VHFXULW\ PDUNHW UDSLGO\ GHYHORSHG DQG
ERUURZLQJIURPDEURDGVXEVWDQWLDOO\LQFUHDVHGEHFDXVHRIWKHDEROLWLRQRIH[FKDQJHUDWHFRQWUROLQ
WKHODWWHUKDOIRIV7KHOLEHUDOL]DWLRQRIERWKRIEDQNOHQGLQJUDWHDQGSULYDWHERUURZLQJIURP




7KH LQIODWLRQUDWHJUDGXDOO\EHJDQWR LQFUHDVH LQ WKHERRP&RQVXPHUSULFHVURVHIURPDURXQG
LQWRDURXQGLQ)LJXUH7KHUDSLGULVHLQLQIODWLRQUDWHZHHNHQGWKH)LQQLVK
H[SRUW FRPSHWLWLYHQHVVDQGFDXVHG VHULRXV FXUUHQW DFFRXQWSUREOHPV8QGHU WKHGHUHJXODWLRQDQG
PRQHWDU\HDVLQJEDQNVEHFDPHYHU\FRPSHWLWLYH WR ILQG WKHERUURZHUV(VSHFLDOO\VDYLQJVEDQNV
EHFDPH YHU\ DJJUHVVLYH WR ULVN WDNLQJ %DQNV¶ SURILWV JUDGXDOO\ GHFOLQHG ZLWK WKH SURJUHVV RI
ILQDQFLDOOLEHUDOL]DWLRQLQ)LQODQGWRRDVVKRZQLQ7DEOH,QDGGLWLRQFDSLWDOLQIORZIURPIRUHLJQ






















































FRPSHWLWLYHQHVV DQG WKH GHWHULRUDWLRQ RI WHUPV RI WUDGH0RUHRYHU WKH FROODSVH RI 6RYLHW8QLRQ
VWURQJO\UHGXFHGWKH)LQQLVKH[SRUWVWR5XVVLD%DQNRI)LQODQGKDGWRWDNHWLJKWPRQHWDU\SROLF\








ORDQV WR VPDOO ILUPV DQG SURSHUW\ UHODWHG ILUPV 8QIRUWXQDWHO\ PDQ\ RI WKHLU ORDQV ZHUH
GHQRPLQDWHG LQ IRUHLJQ FXUUHQFLHV 6R WKH GHSUHFLDWLRQ RI WKH 0DUNND VWURQJO\ GDPDJHG WKHLU
ERUURZHUV $V D FRQVHTXHQFH 6NRSEDQN D FHQWUDO EDQN RI WKH VDYLQJ EDQNV ZDV WKH ILUVW
FRPPHUFLDOEDQNZKLFKJRWLQWRWKHWURXEOH7KHEDQNLQJSUREOHPVFRQWLQXHGDQGSHDNHGLQ
7KH)LQQLVK0DUNNDZDVFKDQJHG WR WKH IORDWLQJV\VWHPLQ6HSWHPEHU%DQNRI)LQODQG
ZDVUHOLHYHGRILWVOHJDOREOLJDWLRQWRNHHSWKHH[FKDQJHUDWHDWWKHGHFLGHG]RQH$VZHOONQRZQDV
WKH LUUHFRQFLODEOH WULQLW\ RI DQ RSHQ HFRQRP\ LQ LQWHUQDWLRQDO ILQDQFH WKUHH REMHFWLYHV IL[HG
H[FKDQJHUDWHV\VWHPLQGHSHQGHQWPRQHWDU\SROLF\DQGIUHHLQWHUQDWLRQDOFDSLWDOIORZVFDQQRWEH
DFKLHYHG VLPXOWDQHRXVO\ 8QGHU WKH QHZ FXUUHQF\ UHJLPH %DQN RI )LQODQG FDPH WR LPSOHPHQW
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VLJQDO WKDW%2)ZRXOGQRW FDXVH LQIODWLRQ7KLV IUDPHZRUN FRQWULEXWHG WRPLWLJDWHFRQFHUQV WKDW
QHZ H[FKDQJH UDWH V\VWHP PLJKW HYHQWXDOO\ OHDG WR WKH LQIODWLRQDU\ HFRQRP\ 7KH JRYHUQPHQW
LQMHFWHGSXEOLFIXQGVWRWKHSUREOHPEDQNVLQHDUO\3XEOLFLQMHFWLRQFRQWLQXHGWKURXJK
7KH SXEOLF IXQGV WRWDOO\ LQMHFWHG WR WKH ILQDQFLDO V\VWHP UHDFKHG DW  RI QRPLQDO*'3 7KH














'9 ILQDQFLDODQ[LHWLHV 㩷 
X 㩷  %XVLQHVVVXUYH\GDWDEEVBHFBVD













EHWZHHQ PRQWKV&' UDWH DQG UDWH RQ JRYHUQPHQW ERQG WHQ \HDUVPDWXULW\ 7KH RWKHU LV MXVW
LQWHUHVW UDWH RQ JRYHUQPHQW ERQG WHQ \HDUV PDWXULW\ IRU WKH ORQJ UDWH %RWK LQWHUHVW UDWHV DUH
DOWHUQDWLYHO\XVHG LQHVWLPDWLRQ0&'LV WKHEHVWDYDLODEOHPHDVXUHZKLFK WKH%2-XVHVDVDQ
LPSRUWDQWSROLF\YDULDEOH
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:H XVHG DQ (*$5&+ PRGHO LQ ZKLFK D FKDQJH RI FRUSRUDWH ILQDQFLDO SRVLWLRQ  ','  LV
























ZKHUH W,  LI WH 
 RWKHUZLVH
,QWKLVPRGHOIRU*-5HIIHFWWKHDV\PPHWU\WHUPJ !DQGWKHFRQGLWLRQIRUQRQQHJDWLYLW\ZLOOEH D t D t
E tDQG  t JD 7KHFRQGLWLRQDOYDULDQFH WK LVVXEMHFWWRDQLPSDFW D IURPJRRGQHZV WH tZKLOHDQ
LPSDFW  JD   IURP EDG QHZV  WH  +RZHYHU WKHLU UHVXOW FDQQRW EH H[SODLQHG UDWLRQDOO\ IURP DQ HFRQRPLF
SRLQWRIYLHZ)RUH[DPSOHILQDQFLDODQ[LHWLHVLQFUHDVHVLQWKHEXEEOHSHULRGLQWKHODWWHUKDOIRIV )XUWKHUPRUH
WKHHVWLPDWHG E WDNHVDQHJDWLYHYDOXH7KHUHIRUHLQRXUFDVHZHLQWURGXFHWKHJURZWKUDWHPRGHORI ',' UHJUHVVHG
E\ UDWH' DQGFRQVLGHUWKHORJDULWKPRI  WK LQWKH(*$5&+PRGHO














7KHILQDQFLDODQ[LHWLHV K LVJLYHQLQ)LJXUH$Q[LHWLHVYDULDEOHGHQRWHGE\'9W  WK LV
VHHQWRULVHDWILUVWIURPWRWKHILUVWILQDQFLDODQ[LHW\LQ-DSDQZKHQVPDOOFUHGLWXQLRQV
DQG FRRSHUDWLYHV IDLOHG EHFDXVH RI DQ LQFUHDVH LQ WKH QRQSHUIRUPLQJ ORDQV FDXVHG E\ WKH UDSLG
GHFOLQHRIVWRFNDQGODQGSULFHVDIWHUWKHEXVWRIWKHEXEEOH7KH-DSDQHVHHFRQRP\EHJDQWRVKRZ













WHPSRUDU\ LQFRPH WD[ FXW0DMRU -DSDQHVH ILQDQFLDO LQVWLWXWLRQV IDLOHG 5XPRXUV DERXW ILQDQFLDO
SDQLFVSUHDGRXWWKURXJK-DSDQZKHQJRYHUQPHQWWRRNDYHU\QHJDWLYHYLHZWRXVLQJSXEOLFIXQGVWR




ORZ OHYHO LQ )HEUXDU\  7KDQNV WR WKLV VRFDOOHG ]HUR LQWHUHVW SROLF\ WKH XQFROODWHUDOL]HG
RYHUQLJKWFDOOUDWHZDVORZHUHGWRSHUFHQWDQGIXUWKHUGHFOLQHGWRSHUFHQWZKHQWKH%2-






:HVKDOOQHZO\GHILQHWKHDGMXVWHGPRQH\VWRFNDVIROORZVE\OHWWLQJ    '9 W K W{  
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DGMUP W   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)XUWKHUPRUHZHDVVXPHWKDWUPDGMW\W UWVDWLVILHV WKHDERYHV\VWHPLQ(TV WRZLWK

































IROORZV &RLQWHJUDWLRQ VWLOO KROGV ZKHQZH GHOHWH WKH SUHFDXWLRQDU\ GHPDQG FDXVHG E\ ILQDQFLDO
DQ[LHW\ IURP UHDO PRQH\ VWRFN HYHQ LQ WKH VDPSOH EH\RQG  7KH FRLQWHJUDWLRQ UHVXOWV DUH
H[HPSODULO\ H[KLELWHG LQ7DEOH  )RU FRPSDULVRQ WKH FRLQWHJUDWLRQ UHVXOWVZLWKRXW DQ[LHWLHV DUH
DOVRH[KLELWHGLQ7DEOH
5HDO PRQH\ UPW DQG DGMXVWHG PRQH\ VWRFN UPDGMW DUH VKRZQ LQ )LJXUH  ZKHUH WKH
HVWLPDWHG SHULRG LV >TT@ DQG DGMXVWHGPRQH\ LV HVWLPDWHG E\ UPW'9 7KH
GLIIHUHQFH EHWZHHQ WZR PRQH\ VWRFNV LQGLFDWHV WKH SUHFDXWLRQDU\ GHPDQG FDXVHG E\ ILQDQFLDO
DQ[LHW\7KHELJGLIIHUHQFHVVKRZQLQDURXQGDQGVXJJHVWWKDWERWKILUPVDQGKRXVHKROG
UDSLGO\ LQFUHDVHG WKHLUPRQH\ KROGLQJV IDFLQJ WKH ILQDQFLDO FULVLV ,WPHDQV WKDW WKHUHZDV UDWKHU
VKRUWDJHRIPRQH\VWRFNWKRXJKWKH%2-LQVLVWHGWKH\SURYLGHGHQRXJKPRQH\WRWKHSULYDWHVHFWRU
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1RUPDOL]HG&RLQWHJUDWLQJ&RHIILFLHQWVȕ¶WVWDWLVWLFVLQ>@
㩷  UP \ U F
&RLQW(T    㩷  >@ >@ 㩷 







LQ WKH SUHFDXWLRQDU\ PRQH\ GHPDQG FDXVHG E\ WKH ILQDQFLDO DQ[LHW\ 7KH XQH[SHFWHG ULVH LQ
SUHFDXWLRQDU\ GHPDQG PLJKW EUHDN D ORQJUXQ HTXLOLEULXP UHODWLRQVKLS EHWZHHQ WKH UHDO PRQH\
VWRFNWKHUHDO*'3DQGWKHRSSRUWXQLW\FRVWZKLFKH[LVWHGEHIRUH
7KH UHDVRQ ZK\ WKH UHODWLRQVKLS EHWZHHQ WKH PRQH\ VWRFN DQG HFRQRPLF DFWLYLW\ KDV EHHQ
XQVWDEOH VHHPV WR EH UHODWHG WR WKH ILQDQFLDO DQ[LHW\ ZKLFK UDSLGO\ LQFUHDVHG DIWHU WKH VXGGHQ
FROODSVH RI ELJ ILQDQFLDO LQVWLWXWLRQV LQ  7KH ILQDQFLDO DQ[LHWLHV GUDVWLFDOO\ LQFUHDVHG WKH
SUHFDXWLRQDU\GHPDQGE\ERWKILUPVDQGKRXVHKROGV

7KXV ZH QHHG WR UHHVWLPDWH WKH PRGHO E\ WDNLQJ LQWR FRQVLGHUDWLRQ WKH ILQDQFLDO DQ[LHW\
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$GMXVWPHQW&RHIILFLHQWVDVWDQGDUGHUURULQSDUHQWKHVHV 
'UPDGM       
'\       
'U       
1RUPDOL]HG&RLQWHJUDWLQJ&RHIILFLHQWVȕ¶WVWDWLVWLFVLQ>@
㩷  UPDGM \ U F
&RLQW(T  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7DEOH&RLQWHJUDWLRQWHVWZLWKDGMXVWHGPRQH\)LQODQG

   FRLQWHJUDWLRQ  UPDGM EE\EU
  NIL[HG 3WUDFH 3PD[HLJHQYDOXH E E
TT  Q S  Q S   
   Q S  Q S   
TT  Q S  Q S   
   Q S  Q S   
TT  Q S  Q S   
   Q S  Q S   
TT  Q S  Q S   
   Q S  Q S   
TT  Q S  Q S   
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S  Q 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
7KH UHVXOWV LQGLFDWH WKDW FRLQWHJUDWLRQ SURSHUW\ ZLWK DGMXVWHG PRQH\ VWLOO KROG HYHQ LQ WKH
VDPSOHSHULRGFRQWDLQLQJ
5HDO PRQH\ UPW DQG DGMXVWHG PRQH\ VWRFN UPDGMW DUH VKRZQ LQ )LJXUH  ZKHUH WKH
HVWLPDWHG SHULRG LV >TT@ DQG DGMXVWHG PRQH\ LV HVWLPDWHG E\
__ WXWUPWUPDGM  
7KH GLIIHUHQFH EHWZHHQ WZR PRQH\ VWRFNV LQGLFDWHV WKH SUHFDXWLRQDU\ GHPDQG FDXVHG E\
ILQDQFLDO DQ[LHW\7KHELJGLIIHUHQFHV VKRZQ  LQ WKHSHULRG IURP WR VXJJHVW WKDW ERWK
ILUPVDQGKRXVHKROGUDSLGO\LQFUHDVHGWKHLUPRQH\KROGLQJVIDFLQJWKHILQDQFLDOFULVLV,WPHDQVWKDW























WKH SHDN LQ 6HSWHPEHU  DQG FRQWLQXHG WR GHFOLQH %RWK HFRQRPLHV XQGHUZHQW DQ H[WUHPHO\
VHYHUHUHFHVVLRQDIWHUWKHUDSLGGHFOLQHRIDVVHWSULFH7KHUHLVDVWURQJVLPLODULW\EHWZHHQ-DSDQDQG
)LQODQGUHJDUGLQJWKHWLPLQJRIILQDQFLDOOLEHUDOL]DWLRQDQGDVVHWLQIODWLRQ
%RWKFRXQWULHVH[SHULHQFHG WKH ILQDQFLDO OLEHUDOL]DWLRQ LQ WKHV7KH IXQGVDYDLODELOLW\ IRU








VKRXOG EH XQGHUVWRRG WKDW FRQWLQXLQJ HDV\ PRQHWDU\ SROLF\ EHKLQG WKH GHUHJXODWLRQ FDXVHG WKH
FUHGLWH[SDQVLRQDQGDVVHWLQIODWLRQ
)URP WKLV SRLQW RI YLHZZH IRFXVHG RQ WKH UHODWLRQVKLS EHWZHHQPRQH\ VWRFN DQG HFRQRPLF
DFWLYLW\,QWKHFDVHRI-DSDQWKHVXSHUILFLDOUHODWLRQVKLSEHWZHHQPRQH\DQGWKHUHDOHFRQRP\KDV
FKDQJHGVLJQLILFDQWO\VLQFHDXWXPQZKHQWKH-DSDQHVHHFRQRP\ZDVLQYROYHGLQWRWKHVHYHUH




WR EUHDN GRZQ WKH FRLQWHJUDWLRQ UHODWLRQVKLS DPRQJ PRQH\ DQG HFRQRPLF DFWLYLW\ :H GHILQHG
SUHFDXWLRQDU\ GHPDQG DV PRQH\ GHPDQG ZKLFK SHRSOH DGGLWLRQDOO\ KROG WR SUHSDUH IRU WKH
XQFHUWDLQW\ LQ WKH IXWXUH ILQDQFLQJ :H UHH[DPLQHG LQ ERWK FRXQWULHV ZKHWKHU WKH UHODWLRQVKLS





$KHDUQH $ - *DJQRQ - +DOWPDLU DQG 6 .DPLQ  ³3UHYHQWLQJ'HIODWLRQ /HVVRQV IURP




%DQN RI -DSDQ  ³7KH5ROH RI WKH0RQH\ 6WRFN LQ&RQGXFWLQJ0RQHWDU\ 3ROLF\´%DQN RI
-DSDQ5HVHDUFK3DSHUV3ROLF\3ODQQLQJ2IILFH
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(OOLRWW * 7 - 5RWKHQEHUJ DQG - + 6WRFN  ³(IILFLHQW 7HVWV IRU DQ $XWRUHJUHVVLYH8QLW
5RRW´(FRQRPHWULFD±
(QJOH 5 ) DQG & *UDQJHU  ³&R±,QWHJUDWLRQ DQG (UURU &RUUHFWLRQ 5HSUHVHQWDWLRQ
(VWLPDWLRQDQG7HVWLQJ´(FRQRPHWULFD±













.LPXUD 7 DQG 6 )XMLWD  ³.L\XIXDQ WR PDQH MLWWDLNHL]DL EXNND QR NDQNHLQLWXLWH 7KH
UHODWLRQVKLSEHWZHHQILQDQFLDODQ[LHWLHVPRQH\UHDOHFRQRP\DQGSULFHV´:RUNLQJ3DSHU
%DQNRI-DSDQLQ-DSDQHVH
.DOHOD .LDDQGHU .LYLNXUX /RLNNDQHQ 	 6LPSXUD 'RZQ IURP WKH KHDYHQV XS IURP WKH
DVKHV*RYHUQPHQW,QVWLWXWHIRU(FRQRPLF5HVDUFK7KH$FKDGHP\RI)LQODQG
.UXJPDQ3 ,W¶VEDDDFN-DSDQ¶V VOXPSDQG WKH UHWXUQRI WKH OLTXLGLW\ WUDS%URRNLQJV3DSHUVRQ
(FRQRPLF$FWLYLW\1R
.ZLDWNRZVNL'3&%3KLOOLSV36FKPLGWDQG<6KLQ7HVWLQJWKH1XOO+\SRWKHVLVRI





/RQJ±5XQ (FRQRPLF 5HODWLRQVKLSV 5HDGLQJV LQ &RLQWHJUDWLRQ 2[IRUG 8QLYHUVLW\ 3UHVV
2[IRUG








1LVKLPXUD< 1LSSRQ QR NLQ\X NDLNDNX 7KH 5HIRUP RI WKH -DSDQHVH )LQDQFLDO 6\VWHP
7RK\RNHL]DLLQ-DSDQHVH







2NDGD < DQG < ,LGD  .LQ\XVHLDNX QR 6KLSSDL JD 0DQHLWD &KRXNLWHLWDL /RQJODVWHWG
5HFHVVLRQ &DXVHG E\ )DLOXUH RI 0RQHWDU\ 3ROLF\ LQ +DPDGD DQG 2NDGD HG 5RQVRX










:HFRQVLGHUWKH9(&0RI 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UW\W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 DGM RIWKHIRUP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ǻUPDGMW FPĮPHFWWL NFPLǻUPDGMWLL NGPLǻ\WLL NHPLǻUWLİPW$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ǻ\W F\Į\HFWWL NF\LǻUPDGMWLL NG\Lǻ\WLL NH\LǻUWLİ\W$






  DGMUP W       UP W N '9 W 














E\UHJUHVVRUVRI WUW\W'9  DQGDGRSWLQJWKHFRHIILFLHQWRI'9WDVNRUDQRWKHU
FDQGLGDWHLVE\DVVXPLQJWKHFRLQWHJUDWLRQDPRQJ WUW\W'9WUP  DQGDGRSWLQJWKH
FRHIILFLHQWRI'9WDVN

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3URFHGXUH&DOFXODWHDQDGMXVWHGPRQH\
 W'9NWUPWUP DGM  
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